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2019 31

NK CAT Bond Fund Class A JPY (Hedged)

Shares 418,725 37,794,232 37.98
NK CAT Bond Fund Class A USD Shares 610,911 60,785,670 61.09
: 97,941,227 98,579,902 99.07

JPY
usb
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Bowline Re
Bowline Re
Cape Lookou
Everglades
Everglades
Floods-Mar-
Floods-Mar-
Galilei Re
Galilei Re
Galileo Re
Kilimanjaro
Kilimanjaro
Kilimanjaro
Kilimanjaro
Kilimanjaro
Kilimanjaro
Manatee Re
Manatee Re
Northshore
Northshore
Riverfront
Sanders Re
Sanders Re
Torrey Pine
Ursa Re Ltd
Ursa Re Ltd
Ursa Re Ltd

2019 31

Ltd 2018 Series A FRN 23-May-25
Ltd 2019 FRN 20-Mar-26
t Re Ltd FRN 25-Feb-22
Re Il Ltd 2017 1A FRN 08-May-23
Re Il Ltd FRN 04-May-21
t Re Ltd 0.5% 07-Mar-22
t Re Ltd 2018 1 A FRN 06-Aug-21
Ltd 2016 1 B 1 FRN 08-Jan-23
Ltd Ser C 1 FRN 08-Jan-23
Ltd Ser A FRN 06-Nov-20

li Re Ltd A1 FRN 20-Apr-21

li Re Ltd FRN 20-Apr-21

li Re Ltd FRN 21-Apr-22

Re Ltd 2018 1 Al FRN 06-May-22
Re Ltd 2018 1 FRN 05-May-26

Re Ltd FRN 06-Dec-19
Ltd i FRN 09-Jun-25
Ltd 1i Ser B FRN 09-Jun-25
Re Ii Ltd 18 1 A FRN 08-Jul-22
Re 11 Ltd FRN 06-Jul-20
Re Ltd Ser B FRN 15-Jan-21

Ii Ltd Series B FRN 07-Apr-23
Ltd FRN 07-Apr-22
s Re FRN 09-Jun-20

2016 1 A FRN 10-Dec-22

D FRN 24-Sep-21

E FRN 27-May-20

1 91,320,472

Caelus Re IV Ltd FRN 06-Mar-20

Casablanca

Residential
Residential
Residential

Re FRN 4-Jun-20
Re 18 Ltd FRN 06-Dec-25
Re 19 Ltd FRN 06-Jun-27
Re 19 Ltd FRN 06-Jun-27
- 11,503,744
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4,800,000
1,750,000
5,000,000
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4,500,000

500,000
2,000,000
2,000,000
1,000,000
2,400,000
6,000,000
1,250,000
5,650,000
2,125,000
5,000,000
3,300,000
7,700,000
3,550,000
4,575,000
4,367,000
1,200,000
3,300,000

3,300,000
2,000,000
2,600,000
3,000,000

550,000

4,606,560 3.53
1,746,500 1.34
4,887,500 3.74
975,400 0.75
680,050 0.52
3,962,800 3.03
3,905,200 2.99
3,964,000 3.04
5,451,050 4.17
4,471,200 3.42
484,450 0.37
1,997,800 1.53
1,922,400 1.47
963,500 0.74
2,263,440 1.73
5,910,000 4.53
1,223,625 0.94
5,458,465 4.18
2,068,263 1.58
4,912,500 3.76
3,164,040 2.42
6,891,500 5.28
3,387,410 2.59
4,505,918 3.45
4,305,862 3.30
1,162,440 0.89
3,262,380 2.50
88,534,253 67.79
3,220,800 2.47
1,986,000 1.52
2,518,620 1.93
2,964,000 2.27
547,800 0.41
11,237,220 8.60
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2019 31

Atlas IX Cap Dac 2016 1 A FRN 08-Jan-20 6,750,000 6,596,100 5.05
: 6,730,636 6,596,100 5.05

Manatee Re 111 Pte Ltd A FRN 07-Jun-22 875,000 874,913 0.67
Manatee Re 111 Pte Ltd B FRN 07-Jun-22 2,350,000 2,349,765 1.80
: 3,225,000 3,224,678 2.47

IBRD FRN 20-Dec-19 2,672,000 2,641,003 2.02
IBRD FRN 14-Feb-20 4,750,000 4,700,125 3.60
IBRD FRN 15-Mar-21 2,000,000 1,976,600 1.51
IBRD FRN 15-Mar-21 1,000,000 700,000 0.54
- 10,435,280 10,017,728 7.67

Atlas Capital UK 2019 FRN 08-Jun-26 2,725,000 2,724,728 2.09
: 2,725,000 2,724,728 2.09

1 125,940,132 122,334,707 93.67
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Statement of Assets and Liabilities

May 31, 2019
M9

Maotes UsD
Asseis
Investments in Master Fund, fair value (Cost: USD97.941,227) 23 08,579,902
Cash 2 510,191
Foreign currency cash (Cost: USDG7.365) 2 68,020
Interest receivable 917
Other assets 261,193
Total Assets 09,720,223
Liabilities
[nterest payable 110
Fees payable 6 218621
Total Liabilitles 218.731
Met Assels 99,501,492
Met Asset Value (“NAV™) per unit - Class USD Units
{based on Nel Assets of USD61,848,162 and 625,640 units outstanding) USD9R.86
Met Asset Value per unit - Class JPY Hedged Units
{based on Met Asscis of JPY4,088,210,333 and 419,860 units outstandingz) IPY9,737

Sipned on behalf of the Trustee

( e (Gt

Date: QL S@ﬂl‘%ﬁ“bﬂ" 2uld

The accompanying notes form an inlegral part of these financial statements.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Statement of Operations
For the period from November 15, 2018 (commencement of operations)
to May 31, 2019
2019
Notes UsD
Investment income
Interest income allocated from the Master Fund 3,386,544
Expenses allocated from the Master Fund 5 (439,049)
Net investment income allocated from the master Fund 2,947,495
Fund interest income 4,497
Total Fund income 4 497
Expenses
Interest expense 923
Administration fees 6,477
Manager fiees 11,884
Investment Manager fees 166,369
Audit fees 16,994
Trustee fees 5,398
Distributor/Agent Company fees 285205
Legal fees 13,185
Custodian fees 6,820
Other fees and expenscs 59,257
Total fund expenses 572512
Net investment income 2,379,480
Net realized loss and change in unrealized depreciation
Realized loss:
Investments in securities, foreign currency transactions and
forward currency contracts allocated from the Master Fund (117.637)
Investments in scouritics {43,685)
Foreign currency transactions 77.887
Met realized loss {#3,435)
Change in unrealized depreciation:
Investments in securities, foreign currency transactions and forward
currency contracts allocated from the Master Fund {2,191,183)
Foreign currency transactions 633
Met change in unrealized depreciation (2.190,530)
Net realized loss and change in unrealized depreciation (2,273,965)
Net increase in Net Assefs resulting from operations 105,515

The accompanying notes form an integral part of these financial statements.

9
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NK PREMIUM CAT BOND FUND

A SERIES TRUST OF OFFSHORE STRATEGY FUND

Statement of Changes in Net Assets

For the period from November 15, 2018 (commencement of operations)

to May 31, 2019

Net increase in Net Assets resulting from operations

Net investment income

Met realized loss on investments in securitics, foreign currency
transactions and forward currency contracts allocated from the Master
Fund

Met realized loss on investments in securitics

Met realized gain on foreign currency transactions

Met wnrealized depreciation on investments in securitics, foreign
currency transactions and forward currency contracts allocated from the
Master Fund

Met change in unrealized appreciation on foreign currency transactions

Met increase in Net Assets resulting from operations
Capital Transactions
Units issued - Class USD Units (627,640 units)

Units issued - Clags JPY Hedged Units (419,860 units)
Units redeemed - Class USD Units (2,000 units}

Met increase in Met Assets resulting from capital transactions
Total increase in Net Assets

Net Assets
Beginning of period

End of period

The accompanying notes form an integral part of these financial statements.

160

115/208

019
Ush

2,379,480
(117,637)

(43,685)
77,887

{2.191,183)
653

62,521,153
37,074,204

(199,380)
99,395,977

99,501,492
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Statement of Cash Flows
For the period from November 15, 2018 (commencement of operations)

to May 31, 2019
2019
UsD
Cash flows from operating activities
Net increase in Met Assets resulting from operations 105,515
Adjustments to reconcile net increase in Met Assets resulting from
operations to net cash vsed in operating aclivities:
Purchase of investments in the Master Fund (97,941,227)
Met investment income allocated from the Master Fund (2,947,495)

Met realized loss on investments in securities, foreign currency
transactions and forward currency contracts allocated from the Master
Fund 117,637
Met unrealized depreciation on investments in securities, foreign
currency transactions and forward currency contracts allocated from

the Master Fund 2,191,183
Change in assets and liabilities related to operations:

Increase in other assets (261,193)
Increase in interest receivable {917
Increase in interest payable 110
Increase in fees payable 218,621
Met cash used in operating activities (98,517,766)
Cash flows provided by financing activities

Proceeds from units issued 99,595,357
Payments for units redeemed (199.380)
Met cash provided by financing activities 99,393,977
Met change in cash and foreign currency cash 878,211
Cash and foreign cumency cash at beginning of period _ -
Cash and foreign currency cash at end of period 878,211
Supplementary information:

Interest received 3,581
Interest paid (814)

The accompanying notes form an integral part of these financial statements.
11
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Financial Highlights
For the period from November 15, 2018 (commencement of operations)
to May 31, 2019
Class JPY
Class USD Hedged
Units Units
UsDh JPY
Per Unit aperating performance:
MNAV per unit, beginning of period 100.00 10,000
Income from investment operations (B)
Met investment income 2.67 262
Met realized and change in unrealized loss {3.81) (325)
Total from investment operations (1.14) {263}
MNAV per unit, end of period 98.86 9,737
Total Return (A) (1.14%6) _ {2.63%)
Ratips/supplemental data:
Ratio of expenses to average MNet Assels (A)
Series Trust expenses (1.20%) (1.18%%)
Allocated from the Master Fund
Operating expenses (0.93%) (0.91%)
Total expenses (2.13%) _12.09%)
Ratio of net investment income 1o average
Met Assets (A) 7.15% 7.04%

{A) Total return is calculated based on the change in the NAV during the period. Expense ratios
and net investment income ratios are calculated based on the average Net Assets outstanding
throughout the period, The financial highlights are reflected after all investment-related and
operating expenses. The ratios have been annualized where appropriate. Ratios between the
two classes may vary due to class specific expenses. The financial highlights are reflected after
all investment-related and operating expenses, including income and expenses allocated from
the Master Fund.

{B) Results may vary based on the timing of capital transactions. Per unit information is
calculated based upon the monthly average units outstanding during the period.

The accompanying notes form an integral part of these financial statements.
12
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements
May 31, 2019

1. DPescription of the Trust

NEK Premium CAT Bond Fund (the “Series Trust™) is a series trust of Offshore Strategy Fund,
an open-ended unit trust established by a master trust deed dated July 29, 2016 (the “Master
Trust Deed™), under the laws of the Cayman Islands. The Series Trust was constituted by a
supplemental trust deed (the “Supplemental Trust Deed™) dated October 17, 2018, under the
laws of the Cayman Islands. The Senes Trust commenced operations on November 15, 2018.

International Management Services Lid. (the “Manager™) serves ag the Series Trust's manager.
The Serics Trust’s asscts are managed on a day to day basis by K2 Advisors Japan Lid. (the
“Investment Manager"). SMT Fund Services (Ireland) Limited {the “Administrator™) serves as
the Series Trust's administrator.

The Series Trust's strategy is consistent with the strategy of the Master Fund. The Serics Trust's
investment objective is to seek to achieve risk adjusted absolute returns by gaining exposure to
the performance of insurance linked bonds (being CAT Bonds). The Series Trust seeks to
achieve this investment objective through investing in NK CAT Bond Fund (the “Master
Fund”). Accordingly, the Series Trust acts as a feeder fund into the Master Fund such that
substantially all of the proceeds from the sale of the Units will be invested in the Master Fund.
The Series Trust owns 76% of the Master Fund at May 31, 2019,

The Master Fund's financial statements are attached (o and should be read in conjunction with
the Series Trust's financial statements.

Under the terms of the Supplemental Trust Deed and the Master Trust Deed, G.ALS. (Cayman)
Limited (the “Trustee™) is named as trustee of the Series Trust.

1. Summary of Significant Accounting Policies

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“11.8. GAAP™). The preparation
of financial statements in accordance with U_S. GAAP requires the Series Trust’s management
o make estimates and assumplions that affect the reported amounts of assets and lisbilities and
disclosures of contingent assets and liabilitics at the date of the financial staternents and the
reported amounts of revenues and expenses during the reporting period. Actual results,
including the ultimate amount realized upon the sale of fair valued investments, could differ
from those estimates and such differences may be significant.

The Series Trust is an investment company and accordingly follows the Investment Company

accounting and reporting guidance of the Financial Accounting Standards Codification {(“ASC™)
046, Financial Services-Investment Companies.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Continued)

2. Summary of Significant Accounting Policies (continued)

The following is a summary of significant accounting policies followed by the Series Trust in
preparing the financial statements;

Valuation of Investments
The following valuation policy is applied in determination of the value of the Series Trast's
mvestments:

The Series Trust invests solely in the Master Fund whose objective is (o seek to achieve risk
adjusted absolute retums by investing in CAT Bonds. The Master Fund wall seek to achieve its
investment objective by imvesting mainly in a global portfelioc of CAT Bonds which will mainly
provide exposure to natural catastrophe events and other life and non-life insurance linked risk
including but not limited to life insurance, motor insurance, operational risk, and marine and
aviation and cyber risk.

CAT Bonds, although often listed or quoted on a securities exchange, are not ordinarily traded
or exchanged through such securities exchanges or at the price available on such securitics
exchanges. Accordingly, CAT Bonds will be valued using indicative secondary market bid
prices provided by reputable brokers or other competent persons sclected in good faith by the
Master Fund’s investment manager,

Investments in the Master Fund were valued, as a practical expedient, utilizing the net asset
valuations provided by administrators, without adjustment, when the net asset valuations of the
investments are calculated in a manner consistent with US GAAP.

The Series Trust records its investment in the Master Fund at fair value, based on the Net Asset
Value per share as reported by the Master Fund. Valuation of financial instruments held by the
Master Fund are discussed in Note 2 in the Notes to the May 31, 2019 Financial Statements of
the Master Fund.

Investment Transactions and Investment Income

Investment transactions are accounted for on a trade-date basis (date the order to buy or sell is
executed). Gains and losses on the sale of investments are determined using the first in first out
cost method,

Interest income/expense on investments held/sold is accrued as eamed/incurred. Interest camed
on the Series Trust's brokerage account, if any, will be accrued monthly. Discounts and
premiums on Bonds are acereted/amortized to maturity on an effective yield basis and reported
as part of interest income in the Statement of Operations.

Expenses
Expenses are recorded on an acervals basis as incurred.

14
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
{Continued)

1. Summary of Significant Accounting Policies (continued)

Foreign Currency Translation

ltems which are included in the Series Trust’s financial statements, are measured using the
currency of the primary economic environment in which it operates (“the Functional
Currency™), this is United States Dollar (“TUJSD™).

The Series Trust does not isolate that portion of the results of operations resulting from changes
in foreign exchange rates on investments from the fluctuations arising from changes in market
prices of securities held, Such fluctuations are included with the net realized and unrealized
gain or loss from investments.

Cash and Foreign Currency

The Trustee has appointed Sumitomo Mitsui Trust (UK) Limited as its Cusiodian, Sumitomo
Mitsui Trust (UK) Limited, have in turn, appeinted Brown Brothers Harriman & Co. ("BBH™)
as their sub-custodian. Cash and Foreign Currency comprise cash with original maturities of 3
months or less and are held at BRH as banker.

Income Taxes

Under the current laws of the Cayman [slands, there are no income, withholding, capital gains
or other taxes payable by the Series Trust. In certain jurisdictions other than the Cayman Islands,
foreign taxes may be withheld at source on dividends and interest received by the Series Trust
Capital gains derived by the Series Trust in such jurisdictions generally will be exempt from
foreign income or withholding taxes at source. The Series Trust intends to conduet its affairs
such that it will not be subject to income tax in any jurisdiction. As a result, no provision for
income taxes has been made in the financial statements. Unitholders may be taxed on their
proportionate share of the Series Trust’s tax basis income based on their individual
circumstances.

The Series Trust follows the authoritative puidance on accounting for and disclosure of
uncertainty in tax positions (FASE Accounting Standards Codification 740), which requires
management to determine whether a tax position of the Series Trust is more likely than not to
be sustained upon examination by the applicable taxing authority, including resolution of any
related appeals or litigation processes, based on the technical merits of the position.

For tax positions meeting the more likely than not threshold, the tax benefit recognized on the
financial statements is reduced by the largest benefit that has a preater than fifty percent
likelihood of being realized upon ultimate setilement with the relevant taxing authority. The
Manager has determined that there is no effect on the financial statements being under this
anthoritative guidance.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
{Continued)

Summary of Significant Accounting Policies (continued)

Guarantees and/or Indemnifications

In the normal course of business the Manager, on behalf of the Series Trust, enters into contracts
that contain a variety of representations, which provide general indemnifications. The Manager
maximum exposure under these arrangements is unknown {although capped at the Net Asset
Value of the Series Trust), 8s thizs would involve future claims that may be made against the
Manager that have not yet occurred. However, based on experience, Manaper expects the risk
of loss to be remote.

ASC 480

ASC 480, “Accounting for Certain Financial Instruments with Characteristics of Both
Liabilitics and Equity™, recognizes redemptions as liabilities, when the amount and number of
units requested in the redemption notice becomes fixed, This generally may occur at the time
of the receipt of the notice, or on the last day of a fiscal period, depending on the nature of the
request. Redemptions pavable may be treated as capital for purposes of allocations of
gainsf{losses) pursvant to the Series Trust’s goveming documents, As at May 31, 2019, there
were no redemptions payable.

Fair Value Measurements and Disclosores

ASC 820, “Fair Value Measurements and Disclosures”, provides additional guidance for
estimating fair value in accordance with ASC 820 when the volume and level of activity for the
asset or lability have significantly decreased and provides guidance on identifving
circumstances that indicate a transaction 1s not orderly.

ASC 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hicrarchy gives the highest priority to unadjusted listed prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements).

The three levels of the fair value hicrarchy under ASC 820 are as follows:

- Level 1 — Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilitics that the Series Trust has the ability to access at the measurement date;

- Level 2 — Inputs other than quoted prices that are observable for the asset or liability either
directly or indirectly, including inputs in markets that are not considered to be active;

= Level 3 - Inputs that are unobservable.

Inputs are used in applying the wvarious valuation techmiques and broadly refer to the
assumptions that market participants use to make valuation decisions, including assumptions
about risk. A financial instrument’s Jevel within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. The Investment Manager
considers ohservable data to be that market data which is readily available, regularly distributed
or updated, reliable and verifiable, not proprietary and provided by independent sources that are
aetively invalved in the relevant market. The eategorization of a financial instrument within the
hierarchy is based upon the pricing transparency of the instrument and does not necessarily
correspond 1o the Investment Manager's perceived risk of that instrument.

16
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Continued)

3. Fair Value Measurements and Disclosures {continued)

Investments whose values are based on quoted market prices in active markets are classified
within Level 1.

Cash and foreign currency are classified as Level 1 with all receivables and payables classified
as Level 2.

Investments that trade in markets that are not considered to be active, but are valued based on
quoted market prices, dealer quotations or alternative pricing sources supported by observable
inputs are classified within Level 2. As Level 2 investments include positions that are not traded
in active markets and/or are subject to transfer restrictions, valuations may be adjusted to reflect
illiquidity and/or non-transferability, which are generally based om available market
information.

Investments classified within Level 3 have sipnificant unobservable inputs, as they trade
infrequently or not at all.

The following table presents the investment in the Series Trust carried on the Statement of
Assels and Liabilities by level within the valuation hierarchy as of May 31, 2019

Level 1 Level?  Level3 Total
Assets UsD UsD UsDh UsD
Investment in Master Fund - 98,579,902 - 98579502
Total - 98579902 - 98,579,902

There were no transfers between the levels during the period.

4. Unit Capital

Class JPY

Class USD Hedged

Units Units

Number of units outstanding at November 15, 2018 . =
Units issped during the period 627,640 419,860
Units redeemed during the period (2,000) -
Number of units outstanding at May 31, 2019 625,640 419,860

One unitholder holds all of the Units attributable to Class USD Units and Class JPY Hedged
Units.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Continued)

4. Unit Capital {continued)

Class USD Units were first issued at an initial issue price of USD100 per Unit, Class JPY
Hedged Units were first issued at an initial issue price of JPY 10,000 per Unil. The minimum
subscription amount per subscriber in respect of each class of unit is 100 units, and subscriptions
for more than 100 Units may only be made in ten Unit increments.

Subscription proceeds resulting from the issue of USD Units will be invested in the Class A
USD class of Master Fund Shares. Subseription proceeds resulting from the issue of JPY
Hedged Units will be invested in the Class A JPY {(Hedped) class of Master Fund Shares,

For subsequent subscriptions by existing unitholders, the purchase price per unit will be the
MAY per Unit of the relevant ¢lass of units on the valuation day falling on the relevant
subseription day.

The subscription day for the Series Trust shall be the first and third valuation day of each
calendar month and/or such other day or days that the Manager may from time to time
determing in respect of the Series Trust.

Units may be submitted for repurchase at the option of Unitholders as at each Repurchase Day.
The Repurchase Day for the Series Trust shall be the first and third Valuation of each calendar
month andfor such other day or days that the Manager may from time to time determine in
respect of the Series Trust.

The NAV per Unit is calculated by dividing the difference in value between the Series Trust's
assets and liabilities (including accrued fees and expenses of the Series Trust) by the number
of Units outstanding. In the normal course of events, gains and losses associated with currency
class hedging will be for the benefit or detriment of holders of the applicable non-USD Master
Fund Shares only.

The Manager may declare and arrange for the payment of distributions in respect of any class
of units of such amount (if any) as shall be determined by the Manager, after consultation with
the Investment Manager, and approved by the Trustee,

The ex-distribution date will be the valuation day which immediately follows the relevant
Distribution Record Date which is the second Friday of November in each year, providing that
if such day is not a Business Day then the immediately following Business Day and/or such
other date or dates as the Manager may determine in respect of any class of Units. No
distributions were made during the period ended May 31, 2019,
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Continued)

5. Related Party Transactions

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational decisions.
There were no transactions with related parties other than those in the normal course of
business, The Manager, Trustee and related companies (a company that contrals or is controlled
by International Management Services Ltd. or G.A.S. {Cayman) Limited, ofien one that is in
the same business group) are deemed to be related to the Series Trust. Fees incurred with related
parties during the period are disclosed in the Statement of Operations. Amounts payable to
related parties at the period end are disclosed in the Statement of Assets and Liabilities,

The Investment Manager fee allocated from the Master Fund to the Series Trust as at May 31,
2019 is USD349,147.

SMBC Nikko Securities Inc., holds 100% of all units in issue in the Class USD and Class JPY
Hedged. As a result, any actions of SMBC Nikko Securities Inc. can materially impact the
Series Trust,

A Director of the Master Fund, is also an employee of Hameys Fiduciary (Cayman) Limited,
the registered office of the Master Fund,

A Director of the Master Fund, is also an employee of K2 Advisors Japan Lid, the Investment
Manager.

6. Fees and Expenses

Administration Fees
The Administrator receives out of the assets of the Series Trust, a fee of USD 12,000 per annum
of the WAV, accrued as of each valuation day and payable monthly in arrears.

The Administrator is also entitled to; (&) an cstablishment fee of USDS,000; (b) an annual fee
of 1USD5,000 in connection with provision of assistance in connection to the preparation of the
financial statements of the Series Trust; (¢} an annual fee of USD1,000 in connection with filing
the audited accounts of the Series Trust with the Cayman [slands Monetary Authority; and (d)
an annual fee of USD,000 in connection with facilitating the Manager or its delegate in the
preparation of certain reports and/or statements requined for Japanese regulatory purposes,

Manager Fees
The Manager receives out of the assets of the Series Trust, a fee of 0.025% per annum of the
NAV, acerued and calculated on each valuation day and paid monthly in arrears,

Investment Manager Fees
The Investment Manager receives out of the assets of the Series Trust, a fee of 0.35% per annum
of the NAV, accrued and caleulated on each valuation day and paid monthly in arrears.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Contimued)

6. Fees and Expenses (continued)

Trustee Fees
The Trustee receives outl of the assets of the Series Trust, a fee of USDI0,000 per annum
accrued as at each valuation day and payable monthly in arrears.

Distributor/Agent Company Fees
The Distributor receives out of the assets of the Series Trust, a fee of 0.50% per annum of the
MNAV, accrued and calculated on each valuation day and paid monthly in arrears.

The Agent Company receives out of the assets of the Series Trust, a fee of 0.10% per annum
of the NAV, accrued and calculated on each valeation day and paid monthly in arrears.

Custodian Fees

The Custodian is entitled to receive, out of the assets of the Series Trust, management and
transaction fees. The Custodian’s safe keeping fees are USD7T30 per month, accrued on each
valuation day and payable monthly in arrears. The transaction fees will be at customary rates
as agreed berween the Trustee and the Custodian.

The fees payable as at May 31, 2019 are as follows:

2019

Usp

Administration fees 1,151
Manager fees 2,390
Investment Manager fees 33,457
Audit fees 16,994
Trustee fees 959
Distributor/Agent Company fees 57,356
Custodian fees 3,118
Other fees and expenses 103,196
218,621

7. Financial Risk Management

The Series Trust's activities expose it to a variety of financial risks: market risk (including price
risk, interest rate risk and currency risk), eredit risk and liguidity risk.

Market Risk

All investments present a risk of loss of capital. The Investment Manager moderates this risk
through a careful selection of investments,

The value of the Series Trust's investments are affected by a number of factors, including but

not limited to, changes in the wider economy, financial and currency markets and foreign
currency exchange rates.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Comtinued)

7. Finaneial Risk Management (econtinued)

Market Risk (continued)

In a falling market environment, the value of the investments held by the Series Trust may
decline, and as a result, the NAV may decline below its initial principal amount. Also, adverse
developments in an issuer's economic conditions or such negative events as bankruptey may
cause the value of the equities to decline substantially and may significantly impact the NAV.

Credit Risk
Credit risk represents the potential loss that the Series Trust would incur if the counterparties
failed to perform pursuant to the terms of their obligations to the Series Trust,

Although the Manager menitors the Custoedian and believes it to be an appropriate custodian,
there is no puarantee that this or any custodian that the Series Trust may use from time to time,
will not become insolvent, the result of which could lead to losses for the Series Trust.

While there are codes and acts to protect customer property in the event of a failure, insolvency
or liquidation of an institution, there is no certainty that, in the event of a failure of an institution
that has custody of Series Trust assets, the Series Trust would not incur losses due to its assels
heing unavailable for a period of time, ultimately less than full recovery of ils assets, or both.
Because all of the Series Trust’s cash is in custody with a single institution, such losses could
be significant and could materially impair the ability of the Series Trust o achieve its
investment objective. The Series Trust is subjeet to credit risk to the extent that this institution
may be unable to fulfill its obligations to repay amounts owed,

Liguidity Risk

Investors should be aware that the value of units might fall as well as rise. Investment in the
Series Trust involves a degree of risk; there can be no assurance that the Series Trust's
investment objective will be achieved,

The Series Trust is exposed to repurchase of s units but management believes that the Series
Trust has sufficient resources to meet the present and forescesble nceds of its business
operations and, if necessary, the liguidity to fund repurchases and achieve a market position
appropriately reflecting a smaller capital base. This position is monitored continually by
management to ensure that the Series Trust has the ability to meet itz obligations.

Currency Risk

The Series Trust may hold monetary and non-monetary assets and incur monetary and non-
monetary liabilities denominated in eurrencies other than USD. It may therefore be exposed to
currency risk, as the value of the assets and liabilities denominated in other currencies will
fluctuate dee to changes in exchange rates.

If investing in the securities of companies that are denominated in non-USD currencies, the
Series Trust may be exposed to risks that the exchange rate of USD relative to other currencies
may change in a manner that has an adverse effect on the reported value of those securities.
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NK PREMIUM CAT BOND FUND
A SERIES TRUST OF OFFSHORE STRATEGY FUND

Notes to the Financial Statements

May 31, 2019
(Continued)

8. Commitments and Contingencies
As at May 31, 2019, the Series Trust had no commilments or conlingencies.
9. Exchange rates used in this Report

The following exchange rates were used to translate assets and liabilities into one USD as at
May 31, 2019:

2019
Japanese Yen 10857500

16, Recent Pronouncements

In Jamuary 2016, the Financial Accounting Standards Board (“FASB™) issued Accounting
Standards Update 2016-01, Financial Instruments — Overall (Subtopic 825-10): Recognition
and Measurement of Financial Assets and Financial Liabilities (“ASU 2016-017). The
improvement Lo the current US GAAP primarily affects the accounting for equity investments,
financial liabilities under the fair value option, and the presentation and disclosure requirements
for financial instrumenis. In addition, the FASB clarified guidance related to the valuation
allowance assessment when recognising deferred tax assets resulting from wnrealised losses on
available-for-sale debt securities. The accounting for other financial instruments, such as loans,
investments in debt securities, and financial liabilities is largely unchanged. ASU 2016-01 is
effective in fiscal vears beginning after December 15, 2018 and for interim periods within fiscal
years beginning after December 15, 2019, Early application of the guidance in ASU 2016-01
is nol permitted, with certain exceptions. This pronouncement does notl have any significant
impact on the Series Trust's financial statements,

In August 2016, the FASB issued ASLI 2016-15, Statement of Cash Flows (Topic 230):
Classification of Certain Cash Receipts and Cash Payvments. The amendment is intended to
reduce diversity in practice in how cerfain transactions are classified in the statement of cash
flows. The issues addressed in the amendment are: debt prepayment or debt extinguishment
costs, settlement of zero-coupon debt instruments, contingent consideration payments made
after a business combination, proceeds from the settlement of insurance claims, proceeds from
the settlement of corporate-owned life insurance policies, including bank-owned life insurance
policies, distributions received from equity method investments, beneficial interests in
securitisation transactions; and, separately identifiable cash flows and application of the
predominance principle. The amendment is effective for fiscal years beginning after December
15, 2018. The Trustee is currently evaluating the impact, if any, of this gnidance on the Series
Trust's financial statements and disclosures.
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Notes to the Finanecial Statements

May 31, 2019
{Continued)

10. Recent Prononncements (continned)

In Movember 2016, the FASE issued ASU 2016-18, Statement of Cash Flows (Topic 230):
Restricted Cash. The amendments require that a statement of cash flows explain the change
during the period in the total of cash, cash equivalents, and amounts generally described as
restricted cash or restricted cash eguivalents. Therefore, amounts generally described as
restricted cash and restricted cash equivalents should be included with cash and cash
equivalents when reconciling the beginning-of-period and end of period total amounts shown
on the statement of cash flows. The amendment does not provide a definition of restricted cash
or restricted cash equivalents. The amendment is effective for fiscal vears beginning after
December 15, 2018, The Trustee is currently evaluating the impact of this guidance on the
Series Trust’s financial statements and disclosures.

In August 2018, the FASB issued the ASU 2018-13, Fair Value Measurements (Topic 820):
Disclosure Framework - Changes to the Disclosure Requirements for Fair Value Measurement,
The amendments in this update are issued as part of the FASB disclosure framework project.
The disclosure framework project’s objective and primary focus is to improve the effectiveness
of disclosures in the notes to financial statements by facilitating clear communication of the
information required under US GAAP. The amendments in this update modify the disclosure
requirements on fair value measurements. Disclosure requirements for the amount of and
reasons for Level T and Level 11 transfers, the policy of timing of transfers between levels,
valuation process for Level I fair value measurements and the changes in unrealised gains and
losses for Level 11l investments held at the end of the reporting period have been removed. In
liew of a roll forward for Level T fair value measurements, diselosure is required regarding
transfers into and out of Level 11T of the fair value hierarchy and purchases and issues of Level
III assets and liabilities. ASU 201813 also amends disclosure reguirements for the Level IT1
reconciliation for non-public entities. The guidance is effective for financial statements with
fiscal years beginning on or after December 15, 2019, Early adoption is permitted. The Series
Trust has adopted the provisions of ASU 2018-13 for the period ending May 31, 2019,

11. Subsequent Events

Management performed a subsequent events review up o Seplember 26, 2019, which is the
date the financial statements were available to be issued.

Effective fune 1, 2019 through to September 26, 2019 investors subscribed US$1,941,696 in
respect of Class USD Units and USS478,052 in respect of Class JPY Hedged Units into the
Series Trust and there were no redemptions in respect of Class USD Units and Class JPY
Hedged Units from the Series Trust.

Effective October 1, 2019, the existing Investment Manager, K2 Advisors Japan Limited iz
merging into Franklin Templeton Investments Japan Limited.

Management concluded that there were no other subsequent events which required additional
disclosure in these financial statements.

The financial statements were approved on September 26, 2019.
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A SERIES TRUST OF OFFSHORE STRATEGY FUND

Schedule of Invesiments

May 31, 2019
Fair
Nominal Valoe % of
Investment in the Master Fund Holding UsD NAV
Cayman Islands
NEK CAT Bond Fund Class A JPY (Hedged)
IPY Shares 418,725 37,794,232 3798
UsD WK CAT Bond Fund Class A USD Shares 610,911 60,785,670 61.09
Total Investment in the Master Fund
{Cost: USDY7,941,227) 98,579,902 99.07
Symbol Currency Country
Py Japaness Yen Japan
UsD .8, Dollar United States

The accompanying notes form an integral part of these financial statements.
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NK CAT BOND FUND
Schedule of Investments
May 31, 2019
Fair

Nominal Value % of
CAT Bounds Holding UsD NAV
Bermuda
Bowline Re Lad 2018 Series A FRN 23-May-25 4,800,000 4,606,560 3.53
Bowline Re Ltd 2019 FRN 20-Mar-26 1,750,000 1,746,500 1.34
Cape Lookout Re Ltd FEN 25-Feb-22 &,000,000 4,887,500 174
Everglades Re 11 Ltd 2017 1A FRN 08-May-23 1,000,000 975,400 0,75
Everglades Re 1T Ltd FRN 04-May-21 TO0,000 80,050 0.52
Floods-Mar-t Re Ltd (0.5% 07-Mar-22 4,000,000 3,962,300 .03
Floods-Mar-t Re Ltd 2018 | A FRN 06-Aug-21 4,000,000 3.905.200 2.99
Galilei Fe Ltd 2016 1 B | FRN 08-Jan-23 4,000, (0 3,964,000 304
Galilei Be Ltd Ser C 1 FEN 08-Jan-23 5,500,000 5,451,080 4.17
Galileo Re Ltd Ser A FRN 06-Nov-20 4. 500,000 4,471,200 342
Kilimanjaro [i Re Ltd Al FRN 20-Apr-21 300,000 484,450 0.37
Kilimanjaro [i Re Lid FRN 20-Apr-21 2,000,000 1,997,800 1.53
Kilimanjaro [i Re Ltd FRN 21-Apr-22 2,000,000 1,922 400 1.47
Kilimanjaro Re Ltd 2018 1 Al FRN 06-May-22 1,000,000 963,500 0.74
Kilimanjaro Re Ltd 2018 | FRN 05-May-26 2,400,000 2,263,440 1.73
Kilimanjaro Re Ltd FRN 06-Dec-19 6,000,000 5,910,000 4.53
Manatee Re Ltd Ii FRN 09-Jun-25 1,250,000 1,223,625 094
Manatee Re Ltd [i Ser B FRN 089-Jun-25 5,650,000 5458465 4.18
Morthshore Re Ii Ltd 18 1 A FRN 08-Jul-22 2,125,000 2,068,263 1.58
Naorthshore Re [i Lid FRN 06-Jul-20 5,000,000 4,912,500 3.76
Riverfront Re Ltd Ser B FRM 15-Jan-21 3,300,000 3,164,040 242
Sanders Re [i Led Series B FRN 07-Apr-23 7,700,000 6,891,500 528
Sanders Re Ltd FRN 07-Apr-22 3,550,000 3.387.410 2.59
Tomey Pines Fe FRN 09-Jun-20 4,575,000 4,505,918 3.45
Ursa Re Lid 2016 1 A FRN 10-Dec-22 4,367,000 4,305,862 3.30
Ursa Re Ltd D FRN 24-Sep-21 1,200,000 1,162,440 (.89
Ursa Re Lid E FRM 27-May-20 3,300,000 3,262,380 250
Total Bermuda (Cost: USD91,320,472) 88,534,253 67.79
Cayman Islands
Caelus Re IV Ltd FRN 06-Mar-20 3,300,000 3,220,800 2.47
Casablanca Re FRN 4-Jun-20 2,003, 00} 1,986,000 1.52
Residential Re 18 Ltd FEN 06-Dec-25 2,600,000 2,518,620 1.93
Residential Re 19 Ltd FRN 06-Jun-27 3,000,000 2,964,000 2.27
Residential Re 19 Ltd FRN 06-Tun-27 550,000 547,800 0.41
Total Cayman Islands (Cost: USD11,503,744) 11.237.220 2.60
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NK CAT BOND FUND
Schedule of Investments
May 31, 2019
{Continued)
Fair

Nominal Value % of
CAT Bonds {continued) Holding UsD NAV
Ireland
Atlas IX Cap Dac 2016 1 A FRN 0%-Jan-20 6,750,000 6,596,100 5.05
Total Ireland (Cost: USD%,730,636) 6,596,100 5.05
Singapore
Manatee Re 111 Pte Lid A FRN 07-Jun-22 875,000 874,913 0.67
Manatee Re I11 Pte Lid B FREN 07-Jun-22 2,350,000 2,349,765 1.80
Total Singapore (Cost: USD3,225,000) 3,224,678 247
Supranational
IBRD FRN 20-Dec-19 2,672,000 2,641,003 2.02
IBRI} FEM 14-Feb-20 4,730,004 4,700,125 3.60
IBRI} FRMN 15-Mar-21 2,000,004 1,976,604 1.51
IBRD FEM 15-Mar-21 1, 000, D0F T00,004 0.54
Total Supranational (Cost: USD10,435,280) 10,017,728 7.67
United Kingdom
Atlas Capital UK 2019 FRN 08-Jun-26 2,725,000 2,724,728 2.09
Total United Kingdom (Cost: USD2,725,000) 2,724,728 2.09
Total CAT Boods {(Cost: USDI125,940,132) 122,334,707 93.67

The accompanying notes form an integral pant of these financial statements.
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2019
106,345,644.51 11,476,822
192,278.54 20,751
106,153, 365.97 11,456,071
645,940
) 425,240
103.01 11,117
) 10,068
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2019 50,000 540
41,667

2018

2019 4)
2019
331,670,545 357 9,389
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2018 12 31

2018 2017

1,418,614 153,097 1,401,140 151,211

3 5 982,827 106,067 541,245 58,411
112,528 12,144 93,213 10,060
12 157,411 16,988 200,107 21,596

2,671,380 288,295 2,235,705 241,277

8 337,104 36,380 355,195 38,333
337,104 36,380 355,195 38,333

3,008,484 324,676 2,590,900 279,610

137,255 14,813 178,468 19,260

6 735,961 79,425 742,026 80,079
533,732 57,600 390,169 42,107

951,536 102,690 630,237 68,015

2,358,484 254,528 1,940,900 209,462

9 50,000 5,396 50,000 5,396
600,000 64,752 600,000 64,752

650,000 70,148 650,000 70,148

3,008,484 324,676 2,590,900 279,610
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2018 12 31
2018 2017

6 9,990,854 1,078,213 10,424,230 1,124,983

7 (80, 230) (8,658) (228,308) (24,639)

9,910,624 1,069,555 10,195,922 1,100,344

330,831 35,703 182,293 19,673

53,195 5,741 51,219 5,528

10 11 (6,949,592)  (750,000)  (7,426,076)  (801,422)

3,345,058 360,999 3,003,358 324,122

3,345,058 360,999 3,003,358 324,122
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2018 12 31
2016 12 31 50,000 5,396 600,000 64,752 650,000 70,148
- - 3,003,358 324,122 3,003,358 324,122
- - (3,003,358) (324,122) (3,003,358)  (324,122)
2017 12 31 50,000 5,396 600,000 64,752 650,000 70,148
- - 3,345,058 360,999 3,345,058 360,999
- - (3,345,058) (360,999) (3,345,058)  (360,999)
2018 12 31 50,000 5,396 600,000 64,752 650,000 70,148
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2018 12 31
2018 2017
3,345,058 360,999 3,003,358 324,122
39,747 4,289 47,936 5,173
(441,582)  (47,656) 497,807 53,723
(19,315) (2,084) 37,878 4,088
42,696 4,608 38,008 4,102
(41,213) (4,448) 75,668 8,166
(6,065) (655) (137,456)  (14,834)
143,563 15,493 (559,101)  (60,338)
3,062,889 330,547 3,004,098 324,202
(33,640) (3,630) (25,142) (2,713)
11,984 1,293 0 0
(21,656) (2,337) (25,142) (2,713)
(3,023,759)  (326,324)  (3,527,240)  (380,660)
(3,023,759)  (326,324) (3,527,240)  (380,660)
17,474 1,886 (548,284)  (59,171)
1,401,140 151,211 1,949,424 210,382
1,418,614 153,097 1,401,140 151,211
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2018 12 31
1974 30
2018
1985 12 12 2018
1988 13 2010
1994 27
2015 12 2004
2018
2006 12 28
IMS
KY1-1102
61

2018 12 31 28 2017 28

(a
1ASB
IFRS
o
(c
@
IFRS

(e
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2018 12 31
IFRS 16 2019 1AS 17
IFRS 16
IFRS 16
(@ IFRS 15
2018 IFRS
15 IFRS 15
1AS
18 1AS 11 IFRS 15
IFRS 15
IFRS 15
(b IFRS
2018 IFRS
IFRS
IAS 39 IFRS
IFRS
1AS 39 IFRS 1AS 39
2018 1AS 39
IFRS
IAS 39 IFRS IAS 39 IFRS
1,401,140 1,401,140
541,245 541,245
200,107 200,107
2,142,492 2,142,492
178,468 178,468
742,026 742,026
390,169 390,169
630,237 630,237
1,940,900 1,940,900
IFRS 1AS 39 ( ECL )
IFRS

IAS 39
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IFRS
ECL ECL
(a
SH 2001 20
A.S. 1978 27
N.D. 1978 27
N.S. 1978 27
1979 10 26
IMS 2012 27
IMS 2013 25
* 2018 2017 12 31
o
(
(
(
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o
2018 2018 2017 2017
0 30 317,122 (3,133) 295,475 -
31 60 81,707 (1,236) 21,575 -
61 90 12,666 (311) 24,200 -
91 734,282 (158,270) 371,056 (171,061)
1,145,777 (162,950) 712,306 (171,061)
(c
cl
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(e
(f
2018 2018 2010 2015
2018
40 50

2018 2017
8,264,753 8,858,002
610,148 561,854
618,767 656,244
164,183 167,500
140,080 117,296
108,938 -
83,985 63,334
9,990,854 10,424,230

IFRS 15
IAS 18

2018 2017
644,523 425,248
(605,299) (644,523)

2018 2017

147/208



EDINETOOOO

o = 2573
ooooodooooooooooodod

1,145,777 712,306
(162,950) (171,061)
982,827 541,245

2018 2017
171,061 5,567
80,230 228,308
(22,880) (2,610)
(65, 461) (60,204)
162,950 171,061

2018
341,637 399,545 236,413 156,891 1,134,486
- 14,268 19,372 - 33,640
- (10,817)  (15,969) - (26,786)
341,637 402,996 239,816 156,891 1,141,340
177,692 346,243 171,807 83,549 779,291
4,098 20,558 7,756 7,335 39,747
- (7,948) (6,854) - (14,802)
181,790 358,853 172,709 90,884 804,236
2018 12 31

159,847 44,143 67,107 66,007 337,104
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2017
341,637 374,403 236,413 156,891 1,109,344
- 25,142 - - 25,142
341,637 399,545 236,413 156,891 1,134,486
173,489 318,148 164,318 75,400 731,355
4,203 28,095 7,489 8,149 47,936
177,692 346,243 171,807 83,549 779,291
2017 12 31
163,945 53,302 64,606 73,342 355,195
2018 2017
80,000 80,000 80,000
41,667 50,000 50,000
10.
2018 2017
330,786 192,958
523,744 -
2018 2018
2018 12 31
343,693 2017 343,693
11.
2018 12 31

116,247 2017 120,976
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12.
2018 12 31
2018 2017
610,148 561,854
IMS 115,981 127,287
2018 2017
154,711 200,107
2018 12 31 4,245,139 2017
4,685,511 91,120 2017 93,255
13.
2018 12 31
2017
14.
2019 27
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INTERNATIONAL MANAGEMENT SERVICES LTI.
Consolidated Statermnent of Financial Position

December 31, 2018
farared in United States dollars)

Mote(s) B m7
Assels
Current assets
Cash and cash equivalents 1418614 1,401,140
Accounts receivable 35 GE3EDT 54),245
Other receivables and prepaid expenses 112,528 093.21%
Due from affilisted companics 12 157,411 200,107
2,671,380 2,235,705
Non-carrent assets
Property and equipment b3 337,104 335,195
337,004 355,195
Tota) assets USS 3,008,484 3 560,000
Liabilities and shareholder®s equity
Current liabilities
Accounts payable and scerued expenses 137,255 178,468
Unearned income and payable to customers 6 735,961 742,006
Staff bonuses payable 533,732 390,169
Dividends payable 951,536 630,237
2,358,484 1,940,900
Sharcholder’s equity
Share capital 9 50,000 50,000
Retained camings 00,000 600,000
630,000 630,000
Total liabilities and sharcholder's equity LSS 3,008,484 2,590,900

See accompanying notes to consolidated financial statements,
Approved on behalf of the Board on March 27, 2009

GARY BUTLER
Director
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Consolidated Statement of Comprehensive Income

Year ended December 31, 2018
{stated in United Stares dollars)

Mote(s) 2018 7

Income
Revenue [ 9,990,854 10,424,230
Less: Bad and doubtful debts 7 (80.230) (228,308)
9910624 10, 155,922
Orher income 330,831 182,293
Renial income 53,195 51,219
Administration expenses 10,11 (6,949,592) (7,426,076)
Results from operating activities 3,345,058 3,003,358
MNet income for year Lisg 3,345,058 3,003,558

See accompanying notes to consoligated financial statements.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Consolidated Statement of Changes in Shareholder’s Equity

Year ended December 31, 2018
{srated in United Srares dollars)

Share Retained

capital earmings Total
Bakwice at December 31, 2016 50,000 00000 650,000
Met inceme for year - ADD3 358 3003358
Dividends declared - (3,003,358} (3.003,358)
Balance ot December 31,2017 50,000 600,000 650,000
Wet income for year - 3345058 3345058
Dividends declared = (3,345,058) (3,34 S..USS}
Balance at December 31, 2018 Uss S0,0040 GO0, (WD BE0H00

See pocompanying notes (o consolidated financial stolements.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Caonsolidated Statement of Cash Flows

Year ended December 31, 2018
ixtated in Umited Stares dollars)

2018 X017
Cash provided by/{applied in):
Operating activities
Met income for year 3,345,058 3,003,358
Addi{deduct):
Ttems not affecting the movement of cash:
Depreciation 39,747 47,956
Met changes in non-cash balances relating to operations:
Accounts receivable (441 582) 497 807
Other receivahles and prepaid expenses (19.315) 17878
Due from affiliated companies 42,696 38,008
Accounts payable and acerued expenses (41,213} 75,668
Unearned income and payable 1o customers {6,065} {137.456)
Staff bonuses payable 143,563 {559,101}
3,062,889 3,004,098
Investing activities
Purchase of property and equipment (33,6400 (25,142)
Loss on disposal of assets 11,984 [i]
{21,656) (25,142)

Financing activitics
Dividm_ds paid (3,023, 759) (3,527,240}

(3,023,759} (3.527.240)

Inerease/{decrease) in cash and cash equivalents during yvear 17474 (548,284)
Cash and cash equivalents at beginning of year 1,401,140 1,549 424
Cash and cash equivalents at end of year Uss 1418614 1,400,140

Kee acconpamying notes o conselidared financial statements.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Muotes to Consolidated Financial Statements

December 31, 2018
(riated in United Stares dollars)

1. lIpcorporation and background information

International Management Services Ltd, (the “Company™) was incorporated under the Companies
Law (2018 Revision) of the Cayman [slands on Augpst 30, 1974 and provides company and
insurance management and corporate secretarial services. On December 12, 1985, the Company
was licensed under Section 4 (5) of The Companies Management Law (2018 Revision) to carry on
the business of company management in or within the Cayman Tslands. On May 13, 1988, the
Company was licensed under Section 4 (2) of The Insurance Law 20140, 1o carry on the business of
insurance management in or within the Cayman Islands. On July 27, 1994, the Company was
licensed under Section 2 of The Mutual Funds Law (2015 Revision) to carry on the business of
mutzal fund administration. On June 7, 2004 the Company was licensed under the Banks and Trust
Companies Law (2018 Revision), to carmy on trust business from within the Cayman Islands, On
December 28, 2006, the Company surrendered its Companies Management Licence,

The Company is & wholly owned subsidiary of The IMS Group Lid., a company alse incorporated
in the Cayman Islands,

The financial results of the Company and its wholly owned subsidiaries (the “Group'™ are
consolidated at year end to form the Group.

The registered office of the Company is 3 Floor Harbour Centre, George Town, P.O. Box 61,
Grand Cayman KY 1-1102, Cayman Islands.

The Group had 28 employees as at December 31, 2008 (20017: 28),

2, Basis of preseniation
fai Statement of compliance

These consolidated financial statements are prepared and approved by the Dhreciors in
accordance with Intemational Financial Reporting Standards (“IFRS™) as issued by the
International Accounting Standards Board (“TASBE™.

Management has made an assessment of the Group's ability 1o continoe as a poing concern and
is sanisfied that the Group has the resources to conlinue in business for the foresecable future.
Furthermone, manageiment 15 nol aware of any materal unéertainties that may cast a significant
doubt wpon the Group's ability to continue as a going concern. Therefore, the consolidated
financial statements continue to be prepared on the going concemn basis,

(b Basis of megsuremen

These consolidated financial statements are prepared on the historical cost basis except for
fimancial assets and financial liabilities which are measured at amortised cost.

fo) Functional and presentalion currency

The Group's functional and presentation curmrency is the United States dollar and not the local
currency of the Cayman Islands reflecting the fact that the Group's operations are primarily
conducted in United States dollars (LSE)
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INTERNATIONAL MANAGEMENT SERVICES LT,
Mates to Consolidated Financial Statements (continuaed)

December 31, 2018
{siavted in United Srates doilars)

2. Basis of presentation (continued)
{d) Lise of estimates and judgements

The preparation of consolidated financial statements in accordance with IFRS requires
management to make judgements, estimates amd assumptions that affect the application of
accounting policies and the reported amounts of assets and liabilities and disclosure of
contimgent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of income and expenses during the year, Actual results could differ from
those estimates.

e} New standards pof ver adopred

Certain new standards, amendments and interpretations to existing standards issued vo date are
not yet effective for the consolidated financial statements of the Group for the year ended
December 31, 2018, and have neither been applied nor early adopted in preparing these
consolideted financial statements. Management is currently evaluating the impact of these
standards on the Group's consolidated financial statements.

IFRS 16, Leases, will supersede the current lease guidance including 1AS 17 Leases and the
related Interpretations when it becomes effective for accounting periods beginning on or after
I January 2019. IFRS 16 provides a comprehensive model for the idemtification of lease
arrangements and their treatment in the financial statements for both lessors and lessees. Mo
material impact is expected in respect of the adaption of IFRS 16,

3. Changes in significant accounting policies

faj IFRS 15, Revenuwe from Confracis with Cusiomers

In the current year, the Group has applied [FRS 15 Revenue from Contracts with Customers,
which is effective for an annual period that begins on or after Janpary 1, 2018, [FRS 15
egtablishes a comprehensive framework for determining whether, how much and when revenue
is recognised. It replaced [AS 18 Revewns, [AS 11 Cowrsrrucrion Comirgets and related
interpretations, Under [FRS 15, revenue is recognised when a customer obtains control of
goods or services. Management has assessed the requirements and concleded that the manner
in which reverue was previously recopnised 15 consistent with IFRS 15 and thus no
retrospective changes or major changes in judgments are required. Amendments have been
made to address additional presentation and disclosure requirements in accordance with IFRS
15 and are dizclosed in note 6.

(bj IFRS 9, Financial nsiriments

In the current vear, the Group has applied IFRS 9 Finacfol Instruments effective for an annual
period that begins on or after January [, 2008, IFRS 9 sets out requirements for recognising
and measuring financial assets, financial liabilities and some contracts o huy or sell non-
financial items.
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INTERNATIONAL MANAGEMENT SERVICES LTD.

Motes to Consolidated Financial Statements {continued)

Drecember 31, 2018

{staaved i United Srates dallars)

3. Changes in significant accounting policies {continoed)
() IFRS 9, Financial Instrusenis (confimed)

This standard replaces 1AS 39 Financial Instraments: Recognitfon and Measuremenr. The
classification of financial assets under IFRS 9 is generally based on the business model in
which a financial assets is managed and it contraciual cash flow charactenistics. IFRS 9
eliminates the previous [AS 39 categories of beld to matunty, loans and receivables and
available for zale. IFRS 9 Jargely retains the existing requirements in [AS 39 for the
classification and measurement of financial labilities.

The following takle explains the original classification and measurement categorics under [AS
39 and the new measurement categories under IFRS 9 for each class of the Company’s financial
assets and financial Habilities as at Jasuary |, 2018:

Original Mew  Original carrying  Mew camying
classification classification amount under  amount under
under [A% 39 under [FRS 9 1AS 39 IFRS &

Financial assets
Cash and cash equivalents Loans and  Amertised eost 1,401,140 1,401,140
receivables
Accounts receivable Leans and  Amortised cost 541,245 541,245
receivables
Due from afTiliated Loansand  Amortised cost 200,107 200,107
companics receivables
Financial Assets 2142497 2142 402
Financial Liabilities
Accounts payabie and Other financial — Other financial 178,468 I TR AGE
accrued expenses liabilities liabilities
Unearned income and Oher financial Oither financial 742,026 T42.026
payable to customers liahilities liahilities
Staff bonuses pavable Other financial — Ouher Anancial 390,169 390,169
liabiltics liabilities
Drividends payable Other financial — Other financial 630,237 30,237
libilities liabilities
Financial Liabilities 1,940,500 1,940 500
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Motes to Consolidated Financial Statements (continued)

December 31, 2018
{stated in United States doflars)

3. Changes in significant accounting policies (continued)
1) IFRE 8, Finamcial fnstruments (confinued)

IFRS % replaces the “incurred loss” model in TAS 39 with an “expected credit loss” (ECL) model,
The new impairment model applies to financial asseis measured at amortised cost. Under IFRS
9, credit losses ane recognized earlier than under JAS 39,

The Group has determingd the ECL under IFRS 9 by reviewing historical cash collections over
a period of two years, subsequent to an annual billing eycle, to caloulate loss percentages within
a peovision matrix. The ECL has also been impacted by current econormic factors relating to
specific clients with long outstanding accounts receivable. The impairment amounts determined
for the valuation of trade receivables as noted above are disclesed in note 5.

4. Significant accounting policies

The accounting policies set out below have been applied consistently to all perinds presented in
these consolidated financial statements and there have been no changes (o accounting palicies,
except a8 disclosed in note 3. The significant accounting policies adopted by the Group are as
fiollows:

fai Consolidated whally owned subsidiaries

Deate of

incorporation

Company Business addition
SH Corporate Services Lid Registered Office Services April 20, 2001
A8, Nominees Lid.*® Mominee Company January 27, 1978
M.D. Kominee Lid. * Momines Company January 27, 1978
M5, Momines Lid.* Momines Company lanuvary 27, 1978
Cardinal Nominee Ltd.* Nominee Company Oectober 26, 1979
M3 Trustees Lid.* Trustee Services April 27, 2012
M3 Liguidations Ltd. Liquidation Services January 25, 2013

*  These wholly owned subsidiaries of the Company have been established to act only in a
nomince capacity and have not traded in their own right during the years ended December
31, 2018 and 2017.

All income eamed and expenses incurred by these companies are accounted for by the Company
and all inter-company transactions and balances are eliminated on consolidation. The financial
statements of the subsidiaries are included in the consolidated financial statements from the date
that contral commences 1o the date thal control ceases.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Motes to Consolidated Finnncial Statements {continued)

December 31, 2018
{stated in United States dollars)

4. Significant accounting policies (continwed)
{af Consalidated whally owned subsidiaries (comiinued)

The Group accounts for business combinations using the acquisition method when control is
transferred to the Group, The consideration is generally measured a2 fair value, as are the
identifizhle net asset acguired.

b Fingrcial assets and labilitizy
fiy  Classification

A financial asset is any asset that is cash, a contractual right to receive cash or another
financial asset, or to exchange financial instruments under conditions that are potentially
favourable or an equity instrument of another enterprise. Financial assets classified as
and measured at amortised cost comprise cash and cash equivalemts, accounts receivable,
other receivables and due from affiliated companies.

A financial liahility is any liability that is a contractual obligation to deliver cash or
another financial asset or 1o exchange financial instruments with another enterprise under
conditions that are potentially unfavourable. Financial liabiliies classified as other
financial liabilities and measured at amortised cost comprise accounts payable and
acerued expenses, uneamed meome and pavable to customers, staff bonuses payable and
dividend payable.

iy Recognition

The Group recognises financial assets and financial linbilities on the date it becomes a
party 1o the contractual provisions of the instrument.

fiii) Measurement

Financial instruments are measured initially at cost. For financial assets acquired, cost
is the fair value of the consideration given, while for financial liabilities, cost is the fair
value of consideration received. The amortized cost of a financial asset or lability is
the amount at which the finencial asset or liability is measured at initial recogniticn,
minus principal repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between the initial amount recognized and
the maturity amount, minus any reduction for impairment.

it Foir value

Fair value estimates are made at a specific point in time, based on market conditions and
information about the financial instrument. These estimates are subjective in nature and
involve uncenainties and matters of significant judgement and therefore, cannot be
determined with precision. Changes in assumptions could significamtly affect the
estimates.

The carrying amount of financial assets and abilities is considered to approximate fuir
value due to the immediate or short-term nature of these financial instruments.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Maotes to Consolidated Financial Statements (continued)

December 31, 2018
{stated in United Stares dollars)

4. Significant accounting policies (continued)
(B Financial assets and lfabilites feontinwed)
b Derecognition

A financial asset is derecognised when the Group loses condrol over the contractual nights
that comprise that asset. This eceurs when the rights are realised, expire or are sumendered,

A financial liability is derecognised when the obligation specified in the confract is
discharged, cancelled or expired.

i) Impaivment and calewletion of recoverable amournt

Previowsly financial assets were reviewed at each statement of financial position date to
determine whether there is objective evidence of impairment. If any such indication
existed, the recoverable amount of the asset was estimated.

IFRS @ requires an expected credit loss model as oppased to an incurred credit loss model.
The expected credit loss model requires the Company 10 account for expected credit losses
and changes in those expected credit losses at each reporling date to reflect changes in
credit risk sinee initial recognition of the financial assets. In other words, it 15 no longer
necessary for a credit event to have occurred before credit losses are recopnised,

The Group's accounts receivable is related to services that are different in nature, the
majority are derived from the provision of Fiductary services and then 1o a lesser extent
from the provision of registered office services. The clients that these services are
provided to consist of a majority of regnlated and administrated hedge fonds and insurance
captives, the remainder of clients are companies or trusts belonging o individuals or
individual companies.

fvil  Impairment and calculation of recoverable amount {continued)

Impairment losses are recognised in the statement of comprehensive income. If in a
subsequent period the amount of impairment loss decreases and the decrease can be hinked
objectively 1o an event occurming afler the write-down, the wrte-down or allowance is
reverséd through the stateiment of comprehengive income.

fe) Revenue Recogninion

The Company recognizes revenue from the provision of fiduciary services, registered office
services and company menagement services to client companies, The specific services required
involve the annual provision of a director to act in his fiduciary capacity for client companies as
well as the provision of a client company registered office for a set annuzl fee. In addition, as
part of the contractual terms, client companies alse receive corporates services throughout the
financial year on the basis of fees specified in the contract.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Motes to Consolidated Financial Statements {continued)

December 31, 2018
(stared in United States dollars)

4. Significant accounting policies (continued)
{c} Reverue Recognilion feontinned)

Fiduciary services are provided for the annual period represented by a calendar year which
coincides with the Group's financial year. The service is provided for the annoal period unless
the client company relationship is terminating, and the dirgctor is formally required 1o resign
from the board, in these cases pro-rated fees are agreed upon for the reduced pericd.

The provision of registered office services and company management services is considered a
distinct service which occurs in the calendar year. This period aligns with the Group and the
Government financial year, the revenue is therefore recognized when the service has been
rendered, over the financial yvear. Refer to note 6 for further disclosures.

fdi Foreign curremcy

Assets and labilities that are denominated in foreign currencies are translated at rates of
exchange prevailing at the consolidated statement of financial position date. Transactions in
foreign currencies are translated at the rates of exchange ruling on the date of the mnsaction.
Any resulting exchange gains or logses are eredited or debited to the consolidated statement of
comprehensive incame.

fe) Cosfh and cash equivafens

Cash and cash equivalents is comprized of current bank accounts held with financial institutions
with original terms to maturity of three months or less.

i Property, planr and equipmens

Property, plant and eguipment are stated at cosi less accumulated depreciation and any
accurmulated impaiment loss.

Depreciation is recognised in the consolidated statement of comprehensive income after taking
inte account residual values over the following expected useful lives of the assets using the

respective methods:
Office building 25% pa.  Reducing Balance
Computer equipment 2 pa.  Straight Line Method
Furniture and equipment 10% pa. Reducing Balance
Leasehold improvements 10epa.  Reducing Balance

The carrying amount of propery, plant and equipment is reviewed at cach reporting date 10
determine whether there s any indication of impairment, Impainment losses are recognised in
the consolidated statement of comprehensive income in the year in which they ane idemified.
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INTERNATIONAL MANAGEMENT SERVICES LT,
Mates 1o Consolidated Financial Statements (continued )

December 31, 2018
(staxted in United Sraves dollars)

4. Sigoificant accounting policies (continued)
g Unearned income and pavable fo customers

Unearmed income and payable to customers comprise funds received from clients as
prepayments for services 1o be performed in fulure years. A portion of this amount represents
the Group's contract liabilities, Refer to note 6.

il Expenses
Expenses are recognised in the consolidated statement of comprehensive income on the accrual
basis.

i} Lease payments

Rental pavable for property leased under operating leases is recognised in the consolidated
statement of comprehensive income on a straight-line basis over the term of the lease,

() Emplovee bengfits
) Defined comiribution persion plan

The Group participates in a defined contribution plan. A defined contribution plan is a
post-employment benefit plan under which the Group pays fived contributions into a
separate entity and has no legal or constructive abligation if the plan does not hold
sufficient assets to pay all employee benefits relating to employee service in the current
and prior periods. Obligations for contributions to defined contribution pension plans are
recognised as an expense in the consolidated statement of comprehensive income as
incurred.

(i) Shore-term benefits

Shon-term employee benefit obligations are measured on an undiscounted basis and
expensed as the related service is provided. A liability is recopnised for the amount
expected 1o be paid under short-term cash bonus or profit-sharing, plans i the Group has
a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

(&l Assels under administration

In the nommal course of business, the Group provides fiduciary services by acting as trustee of
Trusts, The assets and liabilities of the Trusts under the Group's management are not incorporated
in these consolidated financial statements.

(1) Taxves

Mo income, profit or capital pains taxes are levied in the Cayvnan Islands,  Accordingly, no
pravision for such taxes is recorded in the aceampanying consolidated financial statements. In the
event that such taxes are levied, the Company has received an undertaking from the Cayman
Islands Government that no such taxes will be levied until 2022,
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Maotes 1o Consalidated Financial Statements {continued)

December 31, 2018
(atated in United States dollars)

5. Financial risk management
fa) Inrroduction and overview

The Group has exposure to credit, liguidity and market risks through its financial instruments. This
note presents information about the Group’s exposure to each of these risk and the Group’s
objective, policies and processes for measuring and managing risk and the Group®s management of
capital.

Risk mamagement framework

The Board of Directors has overall responsibility for the establishment and oversight of the
Group's financial risk management framework.
B} Credit risk

Credit risk is the risk of financial loss to the Group if a client or counterparty to a financial
instrument fails to meet its obligations and erises primarily from the Group’s acocounts
receivable, cash and cash equivalents, and due from affiliated companies,

The Group's exposure to credit risk is influenced mainly by the individual characteristics of
each client. The demographics of the Group's client base, including the default risk of the

industry and country in which cliems operate, has less of an influence on credit risk. Mo client
individually represents more than 5% of the Group’s income.,

The Group's establishes a provision for bad and doubtful accounts that represents its expected
credit loss of accounts receivahle.

The nature of the Group’s exposure to credit risk and its objectives, policies and processes for
managing credit risk have not changed significantly from the prior year. The Group's maximom
exposure to credit risk is the carrying value of its financial assets.

Management of credit risk

The Growp manages credit risk in respect of cash and cash equivalents by wsing reputable
financial institutions to safepuard these financial assets. Management does not expect any
financial lozses as a result of these relationships,

The Group manages credit risk in respect of accounts receivables by performing initial eredit
evaluations ol the Enancial condition of it customers. Periodie reviews of outstanding customer
balances are performed by management. Management docs not expect any significant
counterparties to fail to meet their obligations, Management believe that unimpaired amounis
that are past due are still collectible in full.
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Mates to Consolidated Financial Statements {continued)

December 21, 2018
{tated in United States dollars)

5. Financial risk management (continued)

The Group's aging of accounts receivables at the reporting date was:

Gross  Impairment Gross  Impairment

2018 28 7 27T

0 to 30 days 317,122 (3,133) 295475 -
31 1o 60 days £1,707 {1,236) 21,575 z
61 to 90 davs 12,666 (311) 24200 -
Maore than 01 days 734,282 (1582700 371,056 (171,060

USS 1,145,777 (162,950) 712,306  (171,061)

Impairment of trade receivables is based on a loss provision matrix determined by the
Company as disclosed in note 3,

fct Liguidiey risk
Ligquidity risk is the risk that the Group will o1 be able to meet its financial obligations as they
fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring upacceptable losses or risking damage to the Group's reputation.
The nature of the Group's exposure o liquidity risk and its objectives, policies and processes
for managing liquidity risk have not changed significantly from the prior year,

{d) Marker risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, will affect
the Group’s income or the value of its holdings of financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters,
while optimising the return.

&) Crrvency risk

Currency risks arise as a portion of the Group’s payment of expenses are in Cayman Island
dollars. Curreney risk is mitigated as the Cavman [slands dallar 15 fixed agaimst the United States
dollar.

it Capital management

The Group's regulator, the Cayman Islands Menetary Authority (the “Authority™), sets and monitors
capital requiremants for the Group under the Monetary Authority Law (2018 Revizsion), the
Companies Management Law (2018 Revision), the Insurance Law, 2010, the Muteal Funds Law
(2015 Revision) and the Bank and Trust Companies Law (2018 Revision). The Grougp is required 1o
have a minimum net worth of CIF400,000 (USE500,000) and has a 3 month filing deadline after vear
end date, The Group's policy 15 lo mamntain a strong capital base 1o sustain future development of
the business. The Group has complied with all imposed capital requirements throughout the year,
and there were no material changes o the Group’s management of capital during the year.
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INTERNATIONAL MANAGEMENT SERVICES LTD.

MNotes to Consolidated Financial Statements (continued)

December 31, 2018
{(srated in United States dollars)

6. Revenue

The Group derives its revenue from contracts with customers for the transfer of services during the

vear in the following major service lines,

M8 2007

Directorship Services 8,264,753 8,858,002
Management Fee from related party 610,148 561,854
Registered office services 618767 656,244
Captive insurance management 164,183 167,500
Trustes services 140,0&0 117,296
Anti-money Lanndering Services 108,938 -
Other B3,985 63,334
LSS 9,990,854 10,424,230

Annueal fees are fee charged for the services noted above to client companies, This is mainly in the
form of fixed fees, with additional fees earmned on & time spent basis as charged throughout the year,
Under IFRS 15, this revenue is recognised overtime as the performance obligations are satisfied
throughout the financial year, which is consistent with the contract period. There was no material
change in the amount or timing of revenue recognition previously reported under IAS 18,

The Group has no contract assets, The following table provides information about the contract
lizbilities from contracts with customers, the figures below constitute the revenue portion of amounts
represented as unearned income and payable to customers:

Contract Liabilities

2018 2007
Revenue recopnized from previous years' contract liabilities 644,523 425,248
Increases due to payments received that relate 1o the following
vears' revenue (605,299} (644,523)
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7. Accounts receivable

2018 2017

Gross accounts receivable 1,145,777 T12.306
Provision for doubtful accounts {162,950) (171,061)

LSS 952,827 541,245
Movements in the provision for doubtful accounts during the year ane as follows:

2008 2017

Balance at beginning of vear 171,061 5,567
Charge to consolidated statement of comprehensive income 80,250 228308
Recoveries of doubtful debis (22 8800 (2.610)
Dioubtfinl debis written of (65,461) _{60.204)

LSS 162,950 171,061

8. Property and equipment
Office  Computer Furniture & Leasehold
2018 building eguipment  equipment  improvements Taotal
Cast:
Balance at beginning 341,637 399,345 236413 156,801 1,134,485
of year
Additions - 14,268 19,372 - 33,640
Disposals - (1D,817) {15,969) - {26,786)
Balance at end of vear 341,637 402 996 239816 156,891 1,041,340
Accurmnulated depreciation:
Balance at beginning 177,692 348,243 171,807 £3,549 9,291
of vear

Charge for vear 4,098 20,558 7,756 7,335 39,747
Disposals - (7,948} (5,854) - {14,802)
Balance at end of vear 181,790 358,853 172,709 = ?D.‘_‘Ei 204,236
Met book value at
December 31, 2018 USS 159,847 44,143 67,107 66,007 337,104
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Maotes to Consalidated Financial Statements (continued)

December 31, 2018
{siated in United Staies dollars)

& Property and equipment (continued)

Office  Computer  Furniture & Leasehold

2017 building equipment  couipment  improvements Total
Cost:
Balance at beginning 341,637 374,403 236,413 156,891 1,109,344

of year
Additions - 25,142 - - 25,142
Balanccatendofyear 341,637 399,545 236,413 156,891 1,134,486
Accuamulated depreciation:
Balance at beginning 173,489 318,148 [64,31% 75,400 731,355

of year
Charge for year 4,203 28095 ARG 8,149 47,936
Balance at end of year 177,692 346,243 171,807 83,549 779,291
Met book value at
December 31, 2017 LSS 163,945 53,302 64,606 73,342 355,195

9. Share capital
2018 0T

Auvthorised:

B0,000 shares of CIS1 each A0,000 0,000
Issued and fully paid:

41,667 shares Uss 50,000 50,000
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Motes 1o Conselidated Financial Statements (continued)

December 31, 2018
{stared in United Srares dollars, except for the par valwe of share caplial)

10. Lease commitments

The future minimum lease payments under non-cancellable leases are as follows:

2018 2017
Less than one year 330,786 192,958
Between two and {ive years (857 523,744 -

On 4 June 2018, the Group renewed the lease agreement for office space with the term commencing
August 1, 2018 for a period of three years.

During the vear ended December 31, 2018, the Group incurred rent expense from the lease of i3
office space and zarellite parking of USE343 603 (2017: US5343,693),
11. Delined contributton pension plan

The Group participates in the Fidelity Pension Plan, a defined contribution pension scheme. The
Group is required to match each employee's contribution on a one to one basis up o 5% of the
employee's annual salary. During the year ended December 31, 2018, the Group contributed
USST16,247 (2017 USS120,976).

12. Related party transactions

During the vear ended December 31, 2018, the Group eamed the following administration and
management fees from itz affiliated companies:

2018 2017
Corporate Filing Services Lid. LSS 610,148 561,554
1MS Securities Lid. 115,981 127,287
Amounts due from related afTiliates are as follows:

2018 2017
Corporate Filing Services Lud. UsE 154,711 200,107

During the year ended December 31, 2018, the Group paid USS 4,245,139 (2017: USS4,685,511)
in short-term employment benefits and USE91,120 (2017; US%93.255) in long-term employment
benefits 1o key management personnel,
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INTERNATIONAL MANAGEMENT SERVICES LTD.
Motes 1o Consalidated Financial Statements {continued)

December 31, 2018
(stated in Urited States dollars)

12. Contingencies

The Group, in its fiduciary capacity, may be a party to ligation and ¢laims in the nonmal course of
business. In the opinion of the Directors, which is based on the advice of the Group”s legal counsel,
no contingency provisions are required & 31 December 20018 (2017 Nil),

13, Subsequent events

In preparing thess consolidated financial statements, management has evaluated and disclosed all
material subsequent events up 1o March 27, 2019 which is the date that the consolidated financial
statements were available to be issued.
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Independent Auditor’ s Report

To G.A.S. (Cayman) Limited solely in its capacity as trustee of NK Premium CAT Bond Fund

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of NK Premium CAT Bond Fund (a series trust of Offshore Strategy Fund) (the Series Trust) as
at May 31, 2019, and the results of its operations, changes in its net assets, its cash flows and the
financial highlights for the period from November 15, 2018 (commencement of operations) to May 31,
2019 in accordance with accounting principles generally accepted in the United States of America.

What we have audited
The Series Trust’ s financial statements comprise

the statement of assets and liabilities as at May 31, 2019;

the schedule of investments as at May 31, 2019;

the statement of operations for the period from November 15, 2018 (commencement of operations) to
May 31, 2019;

the statement of changes in net assets for the period from November 15, 2018 (commencement of
operations) to May 31, 2019;

the statement of cash flows for the period from November 15, 2018 (commencement of operations) to
May 31, 2019;

the financial highlights for the period from November 15, 2018 (commencement of operations) to May
31, 2019; and

the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’ s responsibilities for
the audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence

We are independent of the Series Trust in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

Other Information
Management is responsible for the other information. The other information comprises the Annual Report
(but does not include the Series Trust’ s financial statements and our auditor®s report thereon).

Our opinion on the Series Trust’ s financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.
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In connection with our audit of the Series Trust’ s financial statements, our responsibility is to

read the other information identified above and, in doing so, consider whether the other information
is materially inconsistent with the financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

Responsibilities of management for the financial statements

Management 1is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for such
internal control as management determines 1is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for evaluating whether there are
conditions and events, considered in the aggregate, that raise substantial doubt about the Series
Trust’ s ability to continue as a going concern within one year after the date that the financial
statements are issued, or available to be issued, and disclosing, as applicable, matters related to
this evaluation unless the liquidation basis of accounting is being used by the Series Trust.

Auditor’ s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’ s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with I1SAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internul control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Series Trust’ s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’ s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Series Trust’ s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’ s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’ s report. However, future events or conditions may cause the Series Trust
to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Other Matter

This report, including the opinion, has been prepared for and only for G.A.S. (Cayman) Limited solely
in its capacity as trustee of the Series Trust in accordance with the terms of our engagement letter
and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save
where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers
Cayman Islands
September 26, 2019
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KPMG

P.0. Box 493

SIX Cricket Square

Grand Cayman KY1-1106

Cayman Islands

Telephone +1 345 949 4800

Independent Auditors® Report to the Directors and Shareholder

Opinion

We have audited the consolidated financial statements of International Management Services Ltd. (the
“ Group” ), which comprise the consolidated statement of financial position as at December 31, 2018,
the consolidated statements of comprehensive income, changes in shareholder®s equity and cash flows

for the year then ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at December 31, 2018, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (* IFRS” ).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (1SAs). Our
responsibilities under those standards are further described in the Auditors®™ Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of the consolidated financial statements in the Cayman Islands and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group®s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group®s financial reporting process.

Auditors*® Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
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auditors® report that includes our opinion. Reasonable assurance is a high level of assurance, but is

not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism through the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group®s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management®s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group®s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors”
report to the related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors® report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

KPMG

March 27, 2019
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